














Financial Highlights 


Year Ended 
December 31 
(in thousands) 1986 
Statement of Operations: 
Net sales $258,131 
Income (loss) from operations 48,215 
Net income (loss) 44,516 
Balance Sheet Data: 
Working capital 96,484 
Long-term debt LOW 


Shareholders equity (deficiency) 105,422 


Profile 


Atari Corporation is one of the largest manufacturers 
of personal computers and video game systems in 
the world. Through creative application of advanced 
technologies, the company consistently offers 
customers “Power Without the Price” 


The company’s products include the XE line of 8-bit 
personal computers, the ST line of advanced 16/32- bit 
computers, the 2600 and 7800 video game systems, 
peripherals and accessories, and а growing library of 
computer and video game software. These are sold in 
50 countries around the world. 


Atari is a multi-national company employing more 
than 1,400 people. Corporate headquarters including 
research, development and product design are located 
in Sunnyvale, California. Wholly-owned subsidiaries 
in Taiwan and Japan are responsible for worldwide 
manufacturing and production engineering, respec- 
tively. Wholly-owned sales subsidiaries are maintained 
in the Benelux, Canada, France, Italy, Spain, Sweden, 
Switzerland, the United Kingdom and West Germany. 


Year Ended 


December 31 


1985 


$141,987 
(25,819) 
(14,314) 


ya) 
97,082 


(19,477) 


Мау 17, 1984 
(Inception) 


to December 31 


1984 


$110,680 


(61,455) 
(62,758) 
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ATARI C О R Р О В AT DT ON 


То Our Shareholders: 


Weare pleased that our first annual message as a public company bears 
good news on every front. 1986 was a milestone year for Атап. We put 
together a successful initial public offering, paid off our acquisition indebted- 
ness to Warner Communications, Inc., achieved significant profitability, 
and introduced the atari 1040sT-which broke the memory barrier of 
$r per kilobyte. 

Sales for 1986 were $258,131,000, up 82 percent over $141,987,000 
in 1985. Net income was $44,516,000 or $1.89 per share, compared with 


а loss of $14,314,000 or $.62 per share in 1985. 


A New Company 
In July of 1984, we acquired certain assets and liabilities of Атап, Inc., 
a subsidiary of Warner Communications, Inc. Our challenge was to stop 
the losses and simultaneously prepare for the future. We began controlling 
costs by reducing overhead. At the same time, we brought with us a new 
` 68000-based sT personal computer. Па 1985, we introduced it as the 
ATARI 5205Т and its innovative technology established the company as а 
prominent force in the dynamic personal computer market. 
Consumer enthusiasm for the new ATARI ST computer line com- 
bined with the popularity of our video game series enabled us to pursue 


a successful public offering. Of the $54.2 million raised trom the offering, 


$36.2 million was used to repay acquisition indebtedness and working 
capital loans. The balance of approximately $18 million was added to work- 


ing capital, which at December 31, 1986 totalled approximately $96.5 million. 


A Seasoned Management Team 


The nucleus of Atari management has worked together in the computer 
and video game industries for more than a decade. Our horizontal man- 
agement structure is purposefully simple, with few layers, enabling us 

to react quickly to market changes and opportunities. We're lean and 
ageressive and willing to take bold, yet thoughtful action based on our 


thorough understanding of technology and consumer electronics markets. 


Power Without The Price 


Atari is dedicated to making eae advanced personal computers 
and video game systems that can be sold profitably for less than anyone else. 
There’s no mystery in this. We strive to keep costs down at every 
step in the process; and our prices reflect actual costs, plus a reasonable 

profit. We believe that our long-term success is dependent on providing 


consumers with superior value. We firmly believe in our slogan, “Power 


Without the Price” 
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Beyond solving problems 


in financial planning, word 
processing, database 
management and computer- 
aided design, the powerful 
ST series solves the most 
important problem of all. 


Affordability. 





The то4озт: A Computer Industry Milestone 


One of the major achievements in the personal computer industry during 
1986 was Ше successful Introduction of the ATARI 1040ST personal com- 
puter, which joined the ATARI $2oST as part of our flagship product line. 
The ATARI ST line of computers received industry acclaim. FAMILY 
COMPUTING noted that “With the impressive sr, Atari has delivered on 
its promise of power without the price? BYTE MAGAZINE referred to the sT 
as “...ап amazing bargain, much more of a computer for the rest of us 
than Mac ever was? and РЕ РГ wrote: “Faster апа with better 
graphics capabilities than IBM/AT, it could be a great vehicle for low-cost 


networks, desktop publishing and visual database management software?’ 


Video Games: A Sharp Rebound 


In 1986, the video game industry experienced a strong resurgence. Riding 
the crest of this rebound, we retained our position as a leading manu- 
facturer of video game systems. We introduced the ATARI 7800 PROSYSTEM 
in 1986. Both the ATARI 2600 and 7800 video game systems sold out in 
1986. We offered exciting new software for both systems, expanding what 


already was the largest game library in the world. 


Outlook For 1987 
Е In the year ahead, we plan to concentrate heavily on improving sales 
in the United States. Our focus on broader distribution and market share 
will be supported by increased merchandising and advertising efforts. 
We also intend to introduce several new, exciting products utilizing the 
most recent technology. 
The successes we have enjoyed, as well as those we are planning for, 
are the result of our firm belief in our basic principles: 
е We offer the latest technology at an affordable price. 
е Ҹ̧е believe in a fair profit for ourselves, our suppliers and our dealers. 
е ` Wës sell to and buy from the world-we take а global view of the market. 
e  Webelieve in maintaining a horizontal management style and a 
lean overhead. 
е We sell to the masses not the classes. 
е Business 15 war. 
We are committed to these principles and we wish to thank our 
customers, shareholders, employees and enthusiastic user groups through- 


out the world for their continued support. The philosophy continues... 


кат та 


SAM TRAMIEL, President ` 








Atari enters the rapidly 


expanding field of desktop 
publishing with its most 
advanced computers yet. 
The new MEGA ST series 
combines increased power 
and superior resolution 
with Atari’s own high- 


speed laser printer. 
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For thousands of people, 


Atari means entertainment 
and the fast-paced excite- 
ment continues. With the 
introduction of the Atari ST’s 
built-in MIDI interface, 
entertainment enters a new 
dimension: Computer- 
controlled music for 
learning, enjoyment, and 
professional sound studio 


applications. 


с Atari: Growth Through Innovation 


In Personal Computers And Video Games 


Atari introduced breakthrough products, expanded its marketing organiza- 


tion and moved ahead with important research and development programs. 


The Atari ST Line 


The ATARI 104087 personal computer, introduced in Spring 1986, was а 
major success. It is the first personal computer to offer a megabyte of 
memory for less than $1,000. BYTE magazine called it, “...опе of the great 
milestones in personal computing’ 

The ATARI ST line of personal computers, powered by the Motorola 
68000 chip, simultaneously processes 32 bits of information internally and 
communicates over а 16-bit channel. The microprocessor of the sr line of 
computers operates at a speed of 8 million cycles per second (8 megahertz) - 
one of the fastest standard 16/32-bit configurations available today. 

The st’s operating system is built into 192 kilobytes of read only 
memory (ROM), eliminating loading time and leaving Ше ste random 
access memory (RAM) free for application software and data storage. 

The power, ease of use and low cost of the sT 1s rapidly gaining the 


attention and favor of users. ATARI ST computers are now being used 





2600 7800 


Our Atari 2600 is the 


world’s most popular video 


in leading scientific centers throughout the world. Among these institu- | дате- оуег 25 million sold. 
tions are: NASA, the Naval Research Laboratory, Fermi Labs, Max Plank The Atari 7800 ProSystem 
Geselschaft and the Universities of Berlin, Dortmund and Stuttgart. with superior game 


graphics and animation 
ST Software Library Grows was a complete sell-out 
There are more than 1000 sT software programs such as word processing, in 1986. 


database management, accounting, financial planning, telecommunications, 


music composition, graphics design, education and entertainment. The The Atari XE Game 
company actively encourages software development by major independent System is the ultimate 
developers around the world. video game for the serious 


game player. It comes 


Video Game Systems complete with console, | 
1986 closed on a high note with brisk Christmas sales. Retailers around keyboard, joystick and gun. 
the world sold out of the 2600 ves and 7800 ProSysTEM video game New for 1987. 


consoles. The 7800 PROSysTEM, introduced in the spring of 1986, features 
high-resolution arcade-quality graphics. It plays all 2600 vcs programs 


as well as games designed to take advantage of its advanced features. 
Atan XE Computers 


With the MEGA sr at the advanced level and the 6$хЕ at the entry level, 


Atari offers consumers the widest spectrum of personal computers in 
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the industry. Sales of the 65ХЕ апа зох 8-bit computers continued strong 
in 1986. The 65ХЕ is the ideal starter system, and Ше 1зохЕ is a more powerful 
trade-up system. They sell for about half the price of comparable systems 


and are leading sellers internationally. 


The Mega ST 
The MEGA sr line, introduced at the 1987 Winter Consumer Electronics 
Show, is the most powerful вт yet. Sold in 1-, 2- and 4-megabyte config- 
urations, this series features a small footprint, detached keyboard, battery- 
backed clock, expansion bus, and a graphics co-processor, which increases 
the speed of graphics generation. 

The MEGA sT, combined with our new 300-dot per inch laser 

printer, which costs about half the price of comparable units, takes ATARI 


into the desktop publishing business. 


The Atari PC 
While the ATARI ST is Атап% flagship line, the company introduced an 
IBM PC compatible in early 1987 to offer that market “power without the 
price” The ATARI РС is the first Pc compatible clone to offer enhanced 


graphics (EGA) as a standard feature. 








XE computers are Atari’s 


competitively priced 8-bit 
series. They are perfect for 
beginning computer 


enthusiasts. 


DOMESTIC OFFICES 


Atari Corporation 
1196 Borregas Avenue 
Sunnyvale, CA 94086 
408-745-2000 

Telex: 172508 
ATARICHQ SUVL 
Fax: 408-745-4306 


Atari Explorer 
Publications Corp. 

7 Hilltop Road 
Mendham, NJ 07945 
201-543-6007 


INTERNATIONAL ОЕЕ1СЕ$ 


Canada 

Atari (Canada) Corp. 
oo Gough Road 
Markham, Ontario 
Canada L3R 5V5 
416-479-1266 

Telex: 389-6966728 
Fax: 416-479-1439 


England 

Atari (U.K.) Corp. Limited 
Atari House 

Railway Terrace 

Slough, Berkshire 

England 512 sBZ 
44-753-33344 

Telex: 851-848401 

Fax: 44-753-822914 


France 

Atari (France) Corp. S.A. 
9, Rue Sentou 

92150 Suresnes 

France 

331-45066060 

Telex: 842-612152 

Fax: 33142041079 


Germany 

Atari (Deutschland) 
Corp. GmbH 
Frankfurter Strasse 89-91 
6096 Raunheim 

West Germany 
49-6142-2090 

Telex: 841-418-2829 

Fax: 49-6142-209180 


Holland 

Atari (Benelux) Corp. В.У. 
Hagenweg 7B 

Vianen, Holland 
31-34-7377272 

Telex: 844-76409 

Е 00457577298 


Italy 

Atari (Italia) Corp. S.PA. 
Via Dei Lavoratori, 25 
20092 Ciniselli Balsamo 
Milan 

39-2-6120851-5 

Telex: 843-325832 ATARIT 
Fax: 39-2-612-8985 


Japan 

Atari (Тарап) Corp. 
Toranomon Kiyoshi Bldg. 3F 
4-3-10 Toranomon 
Minato-Ku, Tokyo 105, Japan 
81-3-433-2780 

Telex: 781-2423443 

Fax: 81-3-433-3655 


Spain 

Ordenadores Atari S.A. 
San Marcos 39-41 

28004 Madrid 

Spain 

34-1-521-9890 

Telex: 831/22923 SUIT E 
Бах: 34-1-522-3681 


Sweden 

Atari (Sverige) Corp. АВ 
Box 552 

175 26 Jarfalla 

Sweden 

46-8-7959120 

Telex: 854/13164 abcent s 
Fax: 46-8-361012 


Switzerland 

Atari (Schweiz) Corp. AG 
Bahnhofstrasse 7 

5400 Baden, Switzerland 
41-56-211422 

Telex: 845825050 КАЅС 
Fax: 4-56-211081 


Taiwan 

Atari Taiwan 
Manufacturing Corp. 
31, Min-Chu Road 
Chu-Wei, Tam-Shui 
РО. Box то, Tam-Shui 
Taipei, Taiwan 
886-2-622-1725 

Telex: 785-31125/31138 
Fax: 886-2-622-3660 


ATARI CORPORATION 
1196 Borregas Avenue · 
Sunnyvale, CA 94086 


AC ATARI 


Printed in U.S.A. 











